
Past performance does not guarantee future results. 
Investment and Insurance Products:  
• Are not FDIC or any other Government Agency Insured  
• Are not Bank Guaranteed  
• May Lose Value  

 

 

April 21, 2020 

SPECIAL COMMENTARY from the Investment Advisory Group 
Crude Oil Price Plunges Again as 
Futures Market Goes Haywire 
Crude oil’s supply and demand imbalance is unlikely to resolve 
quickly. In the near term, we expect further price swings and 
price declines as uncertainties persist.  

What Happened & Our Take 

The price of crude oil crashed overnight—from April 19 to April 20—as the May 
futures contract finished in negative territory, which effectively means sellers 
paying $37.63 per barrel to deliver.† The immediate cause appears to be more 
technical in nature as evidenced by the mismatch in pricing between upcoming 
futures contracts. The June futures contract was priced at $21.22/per barrel 
compared to the -$37.63 for the May contract, which expires on April 21, 2020, 
and a far cry from Friday’s closing price of $18.27.  

Meanwhile, spot prices have continued to slide, as they have for months. The 
OPEC+ countries announced a deal―roughly a week ago―to cut production by 
nearly 10 million barrels a day. The plunge in crude oil demand due to the 
COVID-induced global lockdown has caused global storage to reach capacity. 
With nowhere else to put the oil, the lack of storage capacity has enforced 
production cuts better than any OPEC agreement could.  

Thus, with declining spot prices and expiring futures contracts, there is little 
incentive for companies or investors to buy the May contract, which is widely 
perceived by markets as a “guaranteed” money loser.  

What’s Next 

Sentiment is extremely bearish for crude oil globally and, similarly, for energy 
stocks due to a higher than normal degree of uncertainty for both supply and 
demand.  

Production cuts take time, and investors do not have a perfect view into 
production or capacity, relying heavily on government reports for each. 
Additionally, with stay-at-home orders still in place and no insight on how 
quickly activity will restart (and at what pace), the demand picture remains 
cloudy.  
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† Crude oil prices quoted in West Texas Intermediate (WTI) unless otherwise noted.   



 
 

 
 

With uncertain demand and global production unlikely to be resolved in the 
next three weeks or so, the June futures contract also appears to be at risk. 
The June futures contract will expire on May 19, 2020, but as occurred in the 
past week, investors are unlikely to wait until the expiration to reposition. 

Therefore, we would forewarn that the price of crude oil will remain volatile 
until markets reach an equilibrium price, which tends to take weeks or months 
rather than days. We would also avoid speculating in a rapidly shifting market 
with very little clarity on supply or demand.  

Bottom Line 

Monday’s extreme price move appears to be an overshoot. Still, the price of 
crude oil will likely remain depressed due to the plunge in demand as a result 
of the COVID-induced global lockdown. 

Despite a production cut from the OPEC+ countries, the larger near-term issues 
are limited storage capacity and demand. Furthermore, these issues are likely 
to persist through mid-May, putting the June futures contract at risk. The price 
of crude oil will certainly trade lower, but will not hazard a price guesstimate 
since futures markets have gone haywire.  

  



 
 

 
 

Disclosures 
Advisory managed account programs entail risks, including possible loss of principal and may not be suitable for all investors. Please speak 
to your advisor to request a firm brochure which includes program details, including risks, fees and expenses. 

SunTrust Private Wealth Management is a marketing name used by Truist Financial Corporation and the following affiliates: Banking products 
and services, including loans and deposit accounts, are provided by SunTrust Bank and Branch Banking and Trust Company, both now Truist 
Bank, Member FDIC. Trust and investment management services are provided by SunTrust Bank and Branch Banking and Trust Company, both 
now Truist Bank and SunTrust Delaware Trust Company. Securities, brokerage accounts and /or insurance (including annuities) are offered by 
SunTrust Investment Services, Inc., BB&T Securities, LLC, and P.J. Robb Variable Corp., which are SEC registered broker-dealers, members 
FINRA, SIPC, and a licensed insurance agency where applicable. Investment advisory services are offered by SunTrust Advisory Services, Inc., 
GFO Advisory Services, LLC, BB&T Securities, LLC, Sterling Capital Management, LLC, Precept Advisory Group, LLC, and BB&T Institutional 
Investment Advisors, Inc., each SEC registered investment advisers.  BB&T Sterling Advisors, BB&T Investments and BB&T Scott & Stringfellow 
are divisions of BB&T Securities, LLC. Mutual fund products are advised by Sterling Capital Management, LLC. 

While this information is believed to be accurate, SunTrust Banks, Inc., now Truist Financial Corporation, including its affiliates, does not 
guarantee the accuracy, completeness or timeliness of, or otherwise endorse these analyses or market data. 

The opinions and information contained herein have been obtained or derived from sources believed to be reliable, but Truist Financial 
Corporation makes no representation or guarantee as to their timeliness, accuracy or completeness or for their fitness for any particular 
purpose. The information contained herein does not purport to be a complete analysis of any security, company, or industry involved.  This 
material is not to be construed as an offer to sell or a solicitation of an offer to buy any security.  

Opinions and information expressed herein are subject to change without notice. STIS and/or its affiliates, including your Advisor, may have 
issued materials that are inconsistent with or may reach different conclusions than those represented in this commentary, and all opinions and 
information are believed to be reflective of judgments and opinions as of the date that material was originally published.  STIS is under no 
obligation to ensure that other materials are brought to the attention of any recipient of this commentary.   

Comments regarding tax implications are informational only. Truist and its representatives do not provide tax or legal advice. You should 
consult your individual tax or legal professional before taking any action that may have tax or legal consequences. 

Investments involve risk and an investor may incur either profits or losses. Past performance should not be taken as an indication or guarantee 
of future performance.  

STIS/STAS shall accept no liability for any loss arising from the use of this material, nor shall STIS/STAS treat any recipient of this material as a 
customer or client simply by virtue of the receipt of this material.  

The information herein is for persons residing in the United States of America only and is not intended for any person in any other jurisdiction.  

Investors may be prohibited in certain states from purchasing some over-the-counter securities mentioned herein.  

The information contained in this material is produced and copyrighted by Truist Financial Corporation and any unauthorized use, duplication, 
redistribution or disclosure is prohibited by law.    

STIS/STAS’s officers, employees, agents and/or affiliates may have positions in securities, options, rights, or warrants mentioned or discussed in 
this material. 

Asset classes are represented by the following indexes. An investment cannot be made directly into an index. 

S&P 500 Index is comprised of 500 widely-held securities considered to be representative of the stock market in general. 

Investing in commodities is speculative and involves a high degree of risk and not suitable for all investors. You could lose all or a substantial 
portion of your investment. 
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